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payments shall resume on the first day 
of the lease month in which the suspen-
sion of all operations and production is 
terminated. Where rentals are cred-
itable against royalties and have been 
paid in advance, proper credit shall be 
allowed on the next rental or royalty 
due under the terms of the lease. Rent-
al and minimum royalty payments 
shall not be suspended during any pe-
riod of suspension of operations only or 
suspension of production only. 

(e) Where all operations and produc-
tion are suspended on a lease on which 
there is a well capable of producing in 
paying quantities and the authorized 
officer approves resumption of oper-
ations and production, such resump-
tion shall be regarded as terminating 
the suspension, including the suspen-
sion of rental and minimum royalty 
payments, as provided in paragraph (d) 
of this section. 

(f) The relief authorized under this 
section also may be obtained for any 
Federal lease included within an ap-
proved unit or cooperative plan of de-
velopment and operation. Unit or coop-
erative plan obligations shall not be 
suspended by relief obtained under this 
section but shall be suspended only in 
accordance with the terms and condi-
tions of the specific unit or cooperative 
plan. 

[53 FR 17354, May 16, 1988. Redesignated at 61 
FR 4750, Feb. 8, 1996] 

Subpart 3104—Bonds 
§ 3104.1 Bond obligations. 

(a) Prior to the commencement of 
surface disturbing activities related to 
drilling operations, the lessee, oper-
ating rights owner (sublessee), or oper-
ator shall submit a surety or a per-
sonal bond, conditioned upon compli-
ance with all of the terms and condi-
tions of the entire leasehold(s) covered 
by the bond, as described in this sub-
part. The bond amounts shall be not 
less than the minimum amounts de-
scribed in this subpart in order to en-
sure compliance with the act, including 
complete and timely plugging of the 
well(s), reclamation of the lease 
area(s), and the restoration of any 
lands or surface waters adversely af-
fected by lease operations after the 
abandonment or cessation of oil and 

gas operations on the lease(s) in ac-
cordance with, but not limited to, the 
standards and requirements set forth 
in §§ 3162.3 and 3162.5 of this title and 
orders issued by the authorized officer. 

(b) Surety bonds shall be issued by 
qualified surety companies approved by 
the Department of the Treasury (see 
Department of the Treasury Circular 
No. 570). 

(c) Personal bonds shall be accom-
panied by: 

(1) Certificate of deposit issued by a 
financial institution, the deposits of 
which are Federally insured, explicitly 
granting the Secretary full authority 
to demand immediate payment in case 
of default in the performance of the 
terms and conditions of the lease. The 
certificate shall explicitly indicate on 
its face that Secretarial approval is re-
quired prior to redemption of the cer-
tificate of deposit by any party; 

(2) Cashier’s check; 
(3) Certified check; 
(4) Negotiable Treasury securities of 

the United States of a value equal to 
the amount specified in the bond. Ne-
gotiable Treasury securities shall be 
accompanied by a proper conveyance to 
the Secretary of full authority to sell 
such securities in case of default in the 
performance of the terms and condi-
tions of a lease; or 

(5) Irrevocable letter of credit issued 
by a financial institution, the deposits 
of which are Federally insured, for a 
specific term, identifying the Sec-
retary as sole payee with full authority 
to demand immediate payment in the 
case of default in the performance of 
the terms and conditions of a lease. 

Letters of credit shall be subject to 
the following conditions: 

(i) The letter of credit shall be issued 
only by a financial institution orga-
nized or authorized to do business in 
the United States; 

(ii) The letter of credit shall be irrev-
ocable during its term. A letter of cred-
it used as security for any lease upon 
which drilling has taken place and 
final approval of all abandonment has 
not been given, or as security for a 
statewide or nationwide lease bond, 
shall be forfeited and shall be collected 
by the authorized officer if not re-
placed by other suitable bond or letter 
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of credit at least 30 days before its ex-
piration date; 

(iii) The letter of credit shall be pay-
able to the Bureau of Land Manage-
ment upon demand, in part or in full, 
upon receipt from the authorized offi-
cer of a notice of attachment stating 
the basis therefor, e.g., default in com-
pliance with the lease terms and condi-
tions or failure to file a replacement in 
accordance with paragraph (c)(5)(ii) of 
this section; 

(iv) The initial expiration date of the 
letter of credit shall be at least 1 year 
following the date it is filed in the 
proper BLM office; and 

(v) The letter of credit shall contain 
a provision for automatic renewal for 
periods of not less than 1 year in the 
absence of notice to the proper BLM of-
fice at least 90 days prior to the origi-
nally stated or any extended expiration 
date. 

[53 FR 22838, June 17, 1988] 

§ 3104.2 Lease bond. 
A lease bond may be posted by a les-

see, owner of operating rights (subles-
see), or operator in an amount of not 
less than $10,000 for each lease condi-
tioned upon compliance with all of the 
terms of the lease. Where 2 or more 
principals have interests in different 
formations or portions of the lease, 
separate bonds may be posted. The op-
erator on the ground shall be covered 
by a bond in his/her own name as prin-
cipal, or a bond in the name of the les-
see or sublessee, provided that a con-
sent of the surety, or the obligor in the 
case of a personal bond, to include the 
operator under the coverage of the 
bond is furnished to the Bureau office 
maintaining the bond. 

[53 FR 22839, June 17, 1988] 

§ 3104.3 Statewide and nationwide 
bonds. 

(a) In lieu of lease bonds, lessees, 
owners of operating rights (sublessees), 
or operators may furnish a bond in an 
amount of not less than $25,000 cov-
ering all leases and operations in any 
one State. 

(b) In lieu of lease bonds or statewide 
bonds, lessees, owners of operating 
rights (sublessees), or operators may 
furnish a bond in an amount of not less 

than $150,000 covering all leases and op-
erations nationwide. 

[53 FR 22839, June 17, 1988; 53 FR 31958, Aug. 
22, 1988] 

§ 3104.4 Unit operator’s bond. 

In lieu of individual lease, statewide, 
or nationwide bonds for operations con-
ducted on leases committed to an ap-
proved unit agreement, the unit oper-
ator may furnish a unit operator bond 
in the manner set forth in § 3104.1 of 
this title. The amount of such a bond 
shall be determined by the authorized 
officer. The format for such a surety 
bond is set forth in § 3186.2 of this title. 
Where a unit operator is covered by a 
nationwide or statewide bond, coverage 
for such a unit may be provided by a 
rider to such bond specifically covering 
the unit and increasing the bond in 
such amount as may be determined ap-
propriate by the authorized officer. 

[53 FR 22839, June 17, 1988] 

§ 3104.5 Increased amount of bonds. 

(a) When an operator desiring ap-
proval of an Application for Permit to 
Drill has caused the Bureau to make a 
demand for payment under a bond or 
other financial guarantee within the 5- 
year period prior to submission of the 
Application for Permit to Drill, due to 
failure to plug a well or reclaim lands 
completely in a timely manner, the au-
thorized officer shall require, prior to 
approval of the Application for Permit 
to Drill, a bond in an amount equal to 
the costs as estimated by the author-
ized officer of plugging the well and re-
claiming the disturbed area involved in 
the proposed operation, or in the min-
imum amount as prescribed in this sub-
part, whichever is greater. 

(b) The authorized officer may re-
quire an increase in the amount of any 
bond whenever it is determined that 
the operator poses a risk due to fac-
tors, including, but not limited to, a 
history of previous violations, a notice 
from the Service that there are uncol-
lected royalties due, or the total cost 
of plugging existing wells and reclaim-
ing lands exceeds the present bond 
amount based on the estimates deter-
mined by the authorized officer. The 
increase in bond amount may be to any 
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